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DEPARTMENT  OF  TRANSPORTATION 
Federal  Highway  Admlnlatratlon 
49  CFR  Part  387 

(BMCS  Docket  No.  IIC-94;  Notice  No.  11-1] 

Minimum  Levela  of  Financial 
ReaponaibiHty  for  Motor  Carriers 

agency:  Federal  Highway 
Administration  (FHWA).  DOT. 
action:  Notice  of  proposed  rulemaking. 

summary:  This  document  proposes  to 
establish  minimum  levels  of  financial 
responsibility  for  for-hire  motor  carriers 
of  property  involved  in  interstate  or 
foreign  transportation  and  for  motor 
carriers  transporting  hazardous 
materials  in  intrastate  or  interstate 
commerce,  in  accord  with  the  provisions 
of  section  30  of  the  Motor  Carrier  Act  of 
1980,  and  further  provides  for  the 
implementation  and  enforcement  of  the 
proposed  standards, 
date:  Comments  must  be  received  on  or 
before  April  13, 1981. 

ADDRESS:  All  comments  should  refer  to 
the  docket  number  that  appears  at  the 
top  of  this  document  and  should  be 
submitted  to  Room  3402,  Bureau  of 
Motor  Carrier  Safety  (BMCS),  400 
Seventh  Street  SW.,  Washington,  D.C. 
20590. 

FOR  FURTHER  INFORMATION  CONTACT. 
Mr.  Gerald ).  Davis,  Bureau  of  Motor 
Carrier  Safety,  (202)  428-9767:  or  Mr. 
Gerald  M.  Tierney,  Office  %f  the  Chief 
Counsel,  (202)  426-0346,  Federal 
Highway  Administration,  400  Seventh 
Street  SW.,  Washington,  D.C.  20590. 
Ofiice  hours  are  fiom  7:45  a.m.  to  4:15 
p.m.  ET,  Monday  through  Friday. 
SUPPLEMENTARY  INFORMATION:  The 
FHWA  has  determined  that  this 
document  contains  a  significant 
proposal  according  to  the  criteria 
established  by  the  Department  of 
Transportation  pursuant  to  Executive 
Order  12044.  A  draft  regulatory 
evaluation  and  an  initid  regulatory 
flexibility  analysis  are  available  for 
inspection  in  the  public  docket  and  may 
be  obtained  by  contacting  Mr.  Gerald ). 
Davis  of  the  program  office  at  the 
address  specified  above. 

Background 

On  July  1. 1980,  the  President  signed 
the  Motor  Carrier  Act  of  1980,  Pub.  L 
96-296.  Section  30  of  the  Act  prescribes 
that  minimum  levels  of  financial 
responsibility  be  set  for  for-hire  motor 
carriers  of  property  involved  in 
interstate  or  foreign  transportation  and 
for  motor  carriers  transporting 
hazardous  materials  in  intrastate  or 


interstate  commerce.  The  Act  limits  the 
applicability  of  these  requirements  to 
motor  vehides  having  a  gross  vehide 
w^ht  rating  of  10,000  pounds  or  more. 

The  Act  establishes  minimum  dollar- 
levels  of  financial  responsibility  that 
must  be  met  by  affected  persons  1  year 
from  the  date  of  enactment  of  the  Act 
unless  the  Secretary  of  Transportation 
issues  regulations  Uiat  require  higher  or 
lower  levels. 

The  Secretary's  authority  to  reduce 
those  levels  is  limited.  The  statute 
precludes  the  Secretary  fiom  reducing 
the  minimum  levels  below  specified 
levels  and  provides  diat  the  authority  to 
impose  reduced  levels  applies  only  to  a 
period  of  up  to  2  years  beginning  either 
on  (1)  the  effective  date  of  the  rde, 
provided  thahthe  rule  is  made  effective 
within  1  year  after  enactment,  or  (2)  the 
366th  day  after  enactment  provided  the 
rule  is  made  effective  1  year  after 
enactment  or  later.  This  period  of  time  is 
herein  referred  to  as  a  2-year  “phase  in 
period." 

The  purpose  of  the  financial 
responsibility  provisions  of  the  Motor 
Carrier  Act  of  1980  is  to  create 
incentives  for  the  motor  carrier  industry 
to  focus  on  the  safety  aspects  of 
highway  transportation  and  to  assure 
the  general  public  that  a  motor  carrier 
maintains  an  adequate  level  of  financial 
responsibility  sufficient  to  satisfy  claims 
covering  public  liability  and 
environmental  restoration  liability.  The 
legislative  history  of  section  30  indicates 
a  congressional  belief  that  increased 
financial  responsibility  will  lead  to 
improved  safety  performance  as  imsafe 
motor  carriers  will  incur  higher 
premiums  than  safe  carriers,  or  will  be 
unable  to  obtain  coverage.  Tho  Congress 
expected  that  motor  carriers  which 
maintain  high  levels  of  safety  would  be 
evaluated  in  a  favorable  light  by 
insurance  companies.  Since  generally 
the  premiums  that  insurance  companies 
actually  chaige  are  directly  related  to 
the  insured's  record  of  loss  experience, 
the  minimum  levels  of  financial 
responsibility  for  public  liability, 
property  damage,  and  environmental 
restoration  required  in  the  Act  should 
initiate  a  new  and  major  focus  on  motor 
carrier  safety. 

The 'BMCS  published  an  advance 
notice  of  proposed  rulemaking  (ANPRM) 
in  the  Federal  Register  on  Thursday. 
Au^st  28, 1980  (45  FR  57676).  An  errata 
notice  appeared  in  the  September  8, 

1980  issue  of  the  Federal  Renter  (45  FR 
59177)  to  correct  two  words  that 
originally  appeared  on  45  FR  57676.  The 
ANPRM  set  forth  a  series  of  23 
questions  for  the  purpose  of  gathering 
information  aimed  at  assisting  the 
FHWA  in  the  promulgation  of 


reasonable  and  comprehensive 
regulations  in  the  area  of  motor  carrier 
financial  responsibility  and  in  the 
development  of  a  report  for  the 
Secretary  of  Transportation  to  submit  to 
the  Congress.  The  following  is  a 
discussion  of  the  proposed  rules 
developed  by  the  BMCS. 

Purpose,  Scope  and  Applicability 
(H  387.1  and  387.3) 

These  proposed  rules  would  apply 
only  to  motor  vehicles  with  a  gross 
vehicle  weight  rating  of  (CVWll)  10,000 
pounds  or  more.  Congress,  in  paragraph 
(f)  of  section  30  of  the  Motor  Carrier  Act 
of  1980,  specifically  exempted  vehicles 
weiring  less. 

The  minimum  levels  of  financial 
responsibility,  covering  public  liability 
and  environmental  restoration  liability, 
as  proposed  in  this  document,  would 
apply  to  for-hire  motor  carriers 
operating  motor  vehicles  transporting 
non-hazardous  property  in  interstate  or 
foreign  commerce.  The  term  for-hire 
motor  carrier  includes  motor  carriers 
operating  under  certificate  or  permit 
issued  by  the  Interstate  Commerce 
Commission  (ICC),  certain  carriers 
involved  in  intercorporate  hauling, 
which  is  discussed  further  below,  and 
for-hire  carriers  that  are  exempt  fiom 
the  ICC's  economic  regulations  (49 
U.S.C.  10523, 10525,  and  10526).  It  was 
the  intent  of  Congress  to  exclude  private 
carriage  fiom  these  requirements  when 
transporting  non-haza^ous  materials 
(H.R.  Rep.  96-1069,  p.  43). 

One  of  the  issues  to  be  resolved  in 
this  rulemaking  is  the  scope  of  this' 
private  carriage  exemption.  For  reasons 
noted  below  in  the  discussion  of  the 
definition  of  “for-hire  carriage.”  the 
proposed  rule  would  apply  to 
intercorporate  hauling,  induding  certain 
hauling  between  corporations  with  100 
percent  common  ownership. 

The  statute  establishes  a  minimiun 
financial  responsibility  requirement  of 
$750,000  for  motor  carriers  transporting 
non-hazardous  property.  However,  the 
statute  authorizes  flie  Secretary  to  lower 
this  minimum  level  to  as  low  as  $500,000 
for  a  phase  in  period  of  up  to  2  years 
upon  finding  that  such  a  reduction  will 
not  adversely  affect  public  safety  and 
will  prevent  a  serious  disruption  in 
transportation  service.  As  described 
below,  the  proposed  rule  would  partially 
utilize  this  reduction  authority.  'The 
statute  also  authorizes  the  Secretary  to 
establish  requirements  at  levels  above 
$750,000. 

The  proposed  minimum  levels  of 
financial  responsibility,  covering  public 
liability  and  environmental  restoration 
liability,  as  set  forth  in  these  proposed 
rules,  would  also  apply  to  for-hire  and 
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private  motor  carriers  operating  motor 
vehicles  transporting  hazardous 
materials,  hazardous  substances  and/or 
hazardous  wastes,  in  interstate  or 
intrastate  commerce.  Section  30  of  the 
Act  distinguishes  between  di^erent 
types  of  hazardous  materials  and 
prescribes  $5  million  minimum  levels  of 
Hnancial  responuibility  for  the 
transportation  of  speciHed  hazardous 
materials.  The  proposed  rule  would 
require  $5  million  in  Hnancial 
responsibility  for  the  transportation  of: 

(1)  Hazardous  substances,  as  deHned 
by  the  Administrator  of  the 
Environmental  Protection  Agency  in  40 
CFR  Parts  110, 116,  and  261,  when 
transported  in  cargo  tanks,  portable 
tanks,  or  hopper-type  vehicles  with 
capacities  in  excess  of  3,500  water 
gallons; 

(2)  In  bulk  Class  A  explosives,  poison 
gas,  liqueHed  gas,  or  compressed  gas 
(the  term  “in  bulk"  as  proposed  to  be 
deHned  is  discussed  in  detail  in  the 
deHnition  section  of  this  preamble);  and 

(3)  Large  quantities  of  radioactive 
materials.  That  which  constitutes  a  large 
quantity  of  radioactive  material  is 
deHned  in  49  CFR  173.389(b). 

It  should  be  noted  that  the  references 
to  40  CFR  Parts  110, 116,  and  261 
contemplate  automatic  incorporation 
into  these  rules  of  any  changes  in  those 
regulations.  Thus,  as  contemplated  by 
the  statute,  should  the  Environmental 
Protection  Agency  add  an  item  to  its 
hazardous  substance  or  waste  lists  at  40 
CFR  Parts  110, 116,  or  261,  motor  carriers 
would  be  responsible  for  meeting  the  $5 
million  Hnancial  responsibility 
requirements  while  transporting  those 
materials  in  sufHcient  quantities.  The 
proposed  rule  would  also  treat  any 
change  in  the  Department's  present 
deHnition  of  a  large  quantity  of 
radioactive  material  as  affecting  motor 
carrier  responsibility  under  these  rules. 
Comments  on  this  aspect  of  the 
proposed  rule  would  be  welcome. 

Tie  minimum  level  of  Hnancial 
responsibility  mandated  by  Congress  for 
the  motor  carriers  of  the  hazardous 
materials  noted  above  is  $5  million. 
However,  the  statute  authorizes  the 
Secretary  to  reduce  the  minimum  level 
to  as  low  as  $1  million  for  a  phase  in 
period  of  up  to  2  years  if  it  is  determined 
that  such  a  reduction  will  not  adversely 
affect  public  safety  and  will  prevent  a 
serious  disruption  in  transportation 
service,  and  this  proposal  would  make 
partial  use  of  this  phase  in  authority. 

The  minimum  level  of  Hnancial 
responsibility  set  by  Congress  for  the 
transportation  of  all  other  hazardous 
materials  (and  for  the  transportation  of 
the  commodities  noted  above  in 
quantities  less  than  that  amount 


requiring  the  $5  million  coverage)  is  $1 
million.  The  Secretary  also  has  the 
authority  to  set  this  minimum  level  as 
low  as  $^,000  for  a  phase  in  period  of 
up  to  2  years  if  suich  reductions  will  not 
adversely  affect  public  safety. 

As  described  below,  the  proposed  rule 
would  partially  utilize  this  reduction 
authority.  Also,  as  to  hazardous 
materials  transportation,  the  ANPRM 
speciHcally  requested  comment  as  to 
whether,  for  transportation  of  any 
particular  hazardous  substance  not 
covered  by  the  statute’s  $5  million 
requirement,  the  Secretary  should 
establish  Hnancial  responsibility 
requirements  in  excess  of  $1  million.  No 
proposals  for  higher  coverage  were 
received. 

The  ANPRM  issued  on  Augu.st  28, 

1980,  solicited  comments  and  data  from 
the  public  to  determine  how  readily 
motor  carriers  could  meet  the 
requirements  and  to  what  extent  the 
various  levels  of  Hnancial  responsibility 
could  be  expected  to  affect  public  safety 
and/or  transportation  service.  The 
comments  received  and  other 
information  gathered  strongly  suggest 
both  small  motor  carriers  and  small 
insurance  companies  would  have 
difficulty  obtaining  and  providing 
minimum  levels  of  Hnancial 
responsibility  should  the  Secretary  not 
lower  the  limits  during  the  optional  2- 
year  phase  in  period.  An  example  of  the 
many  conunents  indicating  the  need  for 
lower  limita  was  that  submitted  by  the 
American  Insurance  Association  (AIA) 
whose  membership,  it  claims,  writes  41 
percent  of  ail  motor  carrier  coverage. 

In  its  comments  the  AIA  indicated 
that  time  was  needed  to  prepare  for  the 
potential  surge  of  new  motor  carriers 
requiring  new  levels  of  Hnancial 
responsibility.  The  AIA  further 
explained  that  the  2-year  phase  in 
period  would  be  utilized  to  make  it 
possible  for  the  insiu'ance  industry  to 
move  in  the  most  orderly  fashion 
possible  toward  meeting  the  coverage 
requirements  of  motor  carriers  with  the 
smallest  possible  impact  on  either  the 
trucking  or  insurance  industries. 

Many  small  motor  carriers  and 
representative  groups,  such  as  the 
Minority  Trucking  Transportation 
Development  Corporation,  also 
submitted  comments  and  data 
explaining  that  an  immediate 
requirement  of  the  highest  limits  would 
put  them  under  great  Hnancial  strain 
and  possibly  cause  them  to  lose  their 
businesses. 

There  was  general  agreement  among 
the  larger  motor  carriers  and  other 
groups,  such  as  the  American  Trucking 
Associations,  Inc.,  that  the  highest  limits 
were  not  unreasonable  and  could  be  met 


without  causing  any  disruption  in  their 
services.  Many  of  these  carriers 
indicated  that  their  companies  already 
carry  Hnancial  responsibility  coverage 
in  excess  of  the  highest  limits  prescribed 
by  the  Act. 

Likewise,  the  larger  insiu'ance 
companies  indicated  in  their  comments 
that  they  anticipate  only  manageable 
disruptions  in  their  business  as  a  result 
of  providing  motor  carriers  with  the 
hipest  limits  of  Hnancial  responsibility 
prescribed  in  the  Act. 

As  to  the  relationship  between  public 
safety  and  higher  Hnancial 
responsibility  requirements,  a  majority 
of  ^e  commenters  stated  that  there  is  a 
need  to  increase  the  levels  presently 
required  by  the  ICC.’  The  comments 
generally  indicated  that  the  public 
would  be  better  served  by  the  new 
limits,  especially  considering  that  motor 
carriers  would  have  greater  incentives 
to  create  and  maintain  more  effective 
safety  programs  to  help  keep  their 
premiums  lower.  These  comments 
confirm  the  expectations  of  the 
Congress,  which  believed  the  higher 
limits  would  act  as  a  mechanism  for  a 
new  and  major  focus  on  safety  because 
carriers  with  good  safety  records  would 
be  evaluated  in  a  favorable  light  by 
insurance  companies  since  generally  the 
premiums  that  insurance  companies 
actually  charge  are  directly  related  to 
their  insureds’  loss  experience. 

One  group  of  commenters  strongly 
disagreed  with  the  need  for  any  limits 
over  and  above  the  current  ICC  limits. 
The  Fertilizer  Institute,  whose  members 
are  responsible  for  95  percent  of  U.S. 
fertilizer  production,  submitted  a  7-year 
history  of  data  from  accidents  involving 
nurse  tanks  commonly  used  by  farmers. 
The  statistical  data  presented  indicated 
a  low  incident  rate  as  well  as  a 
noncatastrophic  history. 

It  is  also  vitally  important  in  this 
rulemaking  action  to  consider  the 
economic  conditions  under  which  the 
motor  carrier  industry  operates. 

Congress  expressed  a  neeed  for  the 
Department  to  pay  particular  attention 
to  the  economic  impacts  on  small  and 
minority  motor  carriers  and  independent 
owner-operators.  This  rulemaking 
attempts  to  recognize  the  unique 
problems  of  small  business. 

In  light  of  the  comments  received, 
information  contained  in  the  initial 
regulatory  flexibility  analysis,  and  the 
intent  of  Congress  to  focus  on  safety 
without  putting  undue  economic  burdens 
on  the  motor  carrier  and  insurance 
industries,  it  has  been  determined  that 


'  Present  ICC  limitations  are:  4100,000  bodily 
injury  (1  person);  $300,000  bodily  injury  (1  accident); 
$M,000  property  damage. 
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special  consideration  must  be  given  to 
small  companies  that  would  be  affected 
by  these  proposed  rules.  This  decision  is 
further  supported  by  the  Regulatory 
Flexibility  Act  (Pub.  L  96-354)  of 
September  19, 1980,  the  purpose  of 
which  is  to  provide  more  flexible 
regulatory  approaches  for  small 
business  entities. 

Therefore,  Section  387.9  of  these 
proposed  rules  would  require  that  large 
carriers  (5  or  more  power  units) 
maintain  the  mandated  minimum  levels 
of  financial  responsibility  at  the  earliest 
time  permitted  by  the  statute  while  the 
small  motor  carriers  (4  or  less  power 
units)  be  allowed  a  graduated  phase  in 
over  a  2-year  period.  Comments  on  this 
proposal  are  requested. 

it  is  important  to  note  that  a  truck’s 
ownership  does  not  affect  its  potential 
for  damage  to  the  public  or  the 
environment.  With  this  in  mind,  all 
motor  carriers  subject  to  the  Act  will  be 
required  to  maintain  the  mandated 
minimum  levels  of  financial 
responsibility  as  of  July  1, 1983. 

Definitions  (i  367.5} 


potential  for  damage  to  the  public  health 
or  welfare:  (3)  the  cost  of  assessing 
personal  injury,  loss  or  destruction:  (4) 
the  restitution  of  loss  of  income,  profit 
or  impairment  of  earning  capacity  from 
personal  injury  or  damage  to  property: 

(5)  the  cost  of  out-of-po<^t  medical 
expenses  or  burial  costs  from  injuries: 

(6)  the  restitution  for  loss,  damage  or 
destruction  of  real  or  personal  property 
or  natural  resources:  or  (7)  the  cost  of 
acquisition  of  equivalent  replacement 
property  or  for  restoration  or 
rehabilitation  of  damaged  property. 

For-hire  carriage.  As  noted  in  the 
ANPRM,  the  statutory  financial 
responsibility  requirement  applicable  to 
for-hire  carriage  of  nonhaza^ous 
materials  applies  to  for-hire  carriers 
whether  or  not  they  are  regulated  by  the 
ICC.  The  legislative  history  of  Section  30 
also  makes  clear  that  “private  carriage” 
was  not  to  be  subject  to  the  proposed 
rules. 

In  response  to  the  ANPRM,  the  Private 
Carrier  Conference,  Inc.  (PCC)  of  the 
American  Trucking  Associations,  Inc. 
commented  that  intercorporate  hauling 
between  corporations  with  100  pecent 
common  ownership  should  be 
considered  “private  carriage”  for  the 
purposes  of  section  30  of  the  Motor 
Carrier  Act  of  1980.  The  comments 
stressed  that  the  receipt  of  * 
compensation  for  motor  carrier 
transportation  does  not  make 
transportation  “for-hire”  in  nature  and 
that  accordingly,  compensated 
intercorporate  hauling  should  be 
considered  exempt  from  section  30. 

After  careful  consideration  of  the 
PCC's  comments  and  the  legislative 
history  relevant  to  sections  9  and  30,  the 
proposed  rule  would  subject 
intercorporate  hauling  to  these  rules. 

The  proposed  rule  has  been  developed 
in  recognition  of  the  fact  that  section  30 
of  the  Motor  Carrier  Act  of  1980  is  not 
an  amendment  to  the  Interstate 
Commerce  Act,  but  an  independent 
provision  of  law.  As  such,  tfie  legislative 
history  of  the  section  was  reviewed  to 
ascertain  the  meaning  of  the  terms  “for- 
hire"  and  “private"  in  the  context  of 
section  30,  and  it  should  be  noted  at  the 
outset  that  the  legislative  history  of 
section  30  does  not  mention  the  word 
“compensation." 

The  history  of  section  30  makes  clear 
that  it  represented  an  effort  by  Congress 
to  expand  the  motor  carrier  insurance 
requirements  that  were  in  effect  at  the 
time  the  Motor  Carrier  Act  of  1980  was 
considered  by  the  Congress.  In  its  report 
on  the  Motor  Carrier  Act,  the  Committee 
on  Public  Works  and  Transportation 
stated  succinctly  that  “The  purpose  of 
this  provision  is  to  create  additional 
incentives  to  carriers  to  maintain  and 


operate  their  trucks  in  a  safe 
manner  •  *  •  "  (HR.  Kept  96-1060,  p. 

41)  (emphasis  supplied).  ’This  view  was 
repeated  on  the  House  floor  by 
Representative  Harsha,  then  ranking 
Minority  member  of  the  Conunittce  on 
Public  Works  and  Transportation  (126 
Cong.  Rec.  H53S0  (daily  ed.  June  19. 

1980)). 

It  should  also  be  noted  that,  in  the 
development  of  the  Motor  Carrier  Act  of 
1980,  the  “for-hire”  language  first 
appeared  in  the  Senate,  by  amendment 
adopted  during  floor  consideration  of 
the  bill.  Senator  Exon,  the  sponsor  of  the 
amendment,  characterized  it  as  follows: 
“Hence,  my  amendment  would  extend 
the  mandate  for  minimum  liability 
insurance  to  all  carriers,  whether 
regxilated  or  unregulated.”  (128  Cong. 

Rec.  S3e22  (daily  ed.  April  15. 1980)) 
(emphasis  supplied). 

'The  PCC  would  have  certain  carriers 
which  were  subject  to  insurance 
requirements  as  of  June  30. 1980,  before 
enactment  of  section  30.  i'emoved  from 
responsibility  to  meet  any  Fedeal  motor 
canier  insurance  requirements.  This 
position  appears  to  rest  heavily  on  the 
application  of  section  9  of  the  Motor 
Carrier  Act  of  1980,  a  section  entitled 
“private  carriage,”  to  section  30.  As 
noted  by  the  PCC,  section  9  amended  49 
U.S.C.  10524  to  “exempt  as  beyond  the 
Commission’s  economic  jurisdiction 
compensated  intercorporate  hauling 
among  *  *  *  corporations  standing  in  a 
direct  or  indirect  one  hundred  percent 
common  ownership  relationship  to  one 
another.”  However,  that  the  Congress 
removed  certain  transactions  from  the 
ICCs  economic  authority  (and.  by 
implication,  the  ICCs  liability  insurance 
authority)  does  not  necessarily  imply 
that  such  transactions  were  intended  to 
be  exempt  from  the  Department’s 
authority  as  well. 

The  Department  has  reviewed  the 
legislative  history  of  section  9,  however, 
in  order  to  ascertain  how,  if  at  all,  the 
legislative  history  for  section  9  should 
be  applied  to  section  30,  particularly  in 
light  of  the  congressional  statements 
that  section  30  was  intended  to  extend 
insurance  requirements.  First,  it  should 
be  noted  that  the  House  Report  (p.  21) 
does  refer  to  the  transportation 
exempted  from  ICC  regulation  by 
section  9  as  “for-hire”  carriage,  “for- 
hire”  being  the  same  term  used  in  , 
section  30.  It  should  also  be  noted  that 
section  9  did  not  amend  the  definition  of 
motor  private  carrier  (49  U.S.C. 
10102(13)).  While  the  bill  that  passed  the 
Senate  on  April  15  would  have  amended 
that  definition,  that  provision  was  not 
included  in  the  final  bill  Further,  a  floor 
colloquy  between  Senators  Cannon  and 


As  used  in  this  part,  there  are  16 
definitions  proposed  for  inclusion  in  this 
rulemaking  action  as  S  387.5.  A  few  of 
them  require  the  presentation  of 
background  information  in  order  to 
understand  fully  the  underlying 
rationale  of  the  definitions  proposed. 

Endorsement  An  endorsement  is  an 
amendment  to  a  policy  of  insurance  and 
usually  takes  the  form  of  an  attachment 
to  the  policy.  The  proposed  rules  would 
require  that  a  motor  carrier  sectire  a 
sinj^e  endorsement  for  the  liability 
amounts  set  forth  in  these  rules  in  order 
to  satisfy  the  requirements  of  these 
rules. 

Public  liability  and  environmental 
restoration.  Throughout  section  30  of  the 
Act,  reference  is  made  to  “public 
liability,  property  damage  and 
environmental  restoration.”  It  is  clear 
that  Congress  meant  to  differentiate 
between  the  terms  “public  liability”  and 
“environmental  restoration  liability.” 
The  term  “public  liability,”  by  definition 
(Black’s  Law  Dictionary,  5th  edition), 
includes  property  damage  and  personal 
injury.  In  this  proposed  rulemaking  the 
term  “public  liability”  refers  to  those 
liability  claims  arising  as  a  result  of  the 
operation  of  the  motor  vehicle.  The  term 
“environmental  restoration”  refers  to 
those  liability  claims  resulting  from 
personal  injury,  economic  loss,  loss  of 
natural  resources,  or  loss  of  real  or 
personal  property.  This  would  include 
but  would  not  be  limited  to  (1)  the  cost 
of  removal  from  the  enviroiunent:  (2)  the 
cost  of  necessary  measures  taken  to 
minimize  or  mitigate  damage  or 
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Packwood  during  flnal  Senate 
consideration  of  the  bill  (126  Cong.  Rec. 
S7686  (daily  ed.  June  20, 1980))  makes 
clear  that  the  purpose  of  the  Senate’s 
proposed  amendment  to  the  definition  of 
motor  private  carrier  was  to  assure  the 
ability  of  motor  carrier  members  of  a 
corporate  family  to  utilize  the  exemption 
to  ICC  regulation  set  forth  in  section  9. 
Similarly,  the  Department  interprets  that 
Senate  Report  language  for  section  9 
("This  section  .  .  .  would  permit 
compensated  intercorporate  hauling  as 
lawf^  private  carriage.”  S.  Rept  96-641, 
p.  27)  as  describing  the  effect  of  the 
section  as  to  ICC  regulation  only.  In 
briet  the  Department  does  not  believe 
that  the  legislative  history  of  section  9 
demonstrates  any  intent  by  the 
Congress  to  define  "private  carriage"  for 
the  purposes  of  section  30  as  including 
intercorporate  hauling  and,  in  fact,  the 
House  Report  provides  a  basis  for 
concluding  that  transportation  exempt 
from  ICC  regulation  should  be 
categorized  as  "for-hire."  More 
importantly,  however,  the  history  for 
section  9  seems  clearly  to  be  focused  on 
questions  of  economic  regulation,  not 
safety  regulation,  indicating  an  even 
greater  need  to  focus  on  the  legislative 
history  of  section  30  itself. 

In  light  of  these  considerations,  the 
Department  proposes  a  definition  of  for- 
hire  carriage  which  interprets  the  report 
and  floor  language  regarding  section  30 
as  representing  a  congressional  intent  to 
retain  Federal  financial  responsibility 
authority  over  any  carrier  Uiat  was 
subject  to  Federal  authority  for  such 
purpose  prior  to  enactment  of  the  Motor 
Carrier  Act  of  1980  and  to  extend 
financial  responsibility  authority  to  new 
classes  of  carriers.  The  results  of  this 
interpretation  include  the  following: 
carriers  which  were  regulated  by  the 
ICC  both  before  and  after  enactment  of 
the  Motor  Carrier  Act  of  1980  are  now 
subject  to  both  DOT  and  ICC  financial 
responsibility  regulation  (sections  29 
and  30  of  the  Motor  Carrier  Act  of  1980); 
for-hire  carriers  which  were  not 
regulated  by  the  ICC  both  before  and 
after  enactment  of  the  Motor  Carrier  Act 
of  1980,  such  as  many  agricultural 
exempt  haulers,  are  subject  to  DOT 
financial  responsibility  regulation;  for- 
hire  carriers  of  commodities  which  the 
Motor  Carrier  Act  of  1980  newly  added 
to  the  ICC  exempt  list  (e.g.,  certain 
agriculUu’al  feed  and  seed)  are  no  longer 
subject  to  ICC  insurance  regulation  for 
movement  of  those  commo^ties,  but  are 
subject  to  DOT  regulation. 

To  conclude,  as  did  the  PCC,  that  the 
Act  intended  to  remove  intercorporate 
hauling  from  Federal  financial 
responsibility  requirements  would  result 


in  treatment  in  such  contrast  to  section 
30’s  imdisputed  impact  on  other  carriers, 
such  as  those  noted  above,  that  the 
Department  cannot  reconcile  the  PCC's 
position  with  the  expressed 
congressional  intent  to  create 
“additional  incentives"  for  safety.  As  a 
result,  the  proposed  rule  would  subject 
intercorporate  hauling  movements  to 
section  30  financial  responsibility 
requirements  if  those  movements  were 
not  considered  private  carriage  by  the 
IC  under  49  U.S.C.  10524  as  that  section 
was  in  effect  up  to  the  time  of  passage 
of  the  Motor  Carrier  Act  of  1980. 
Operations  which  were  considered  as 
private  carriage  up  to  that  time  will  be 
considered  as  private  carriage  for  the 
purposes  of  this  proposed  rule.  To 
achieve  this  result,  Uie  proposed  rule 
sets  forth  as  the  definition  of  “for-hire" 
the  exact  criteria  for  the  private  carriage 
exemption  set  forth  in  49  U.S.C. 

10524(a),  the  provision  describing  the 
private  carriage  exemption  which  was  in 
efiect  on  the  date  of  enactment  of  the 
Motor  Carrier  Act  of  1960.  Thus,  the 
ICC's  intercorporate  hauling 
proceedings  which  were  pending  but 
which  had  not  been  completed  as  of  the 
date  of  passage  of  the  Motor  Carrier  Act 
of  1980  are  not  given  any  effect.  (In  a 
recent  order  the  ICC  has  noted  that  the 
new  law  "efiectively  preempts 
Commission  action  in  the  area,”  Ex- 
Parte  No.  MC-122,  August  12, 1980). 
Further,  any  future  action  by  the 
Commission  in  this  area  is  not  regarded 
as  binding  on  the  Department’s 
interpretation  of  section  30. 

The  foregoing  discussion  focuses  on 
the  scope  of  section  30,  but  clearly 
raises  a  number  of  policy  questions  on 
which  the  Department  requests 
comment,  data,  and  analysis,  both  for 
the  purposes  of  developing  a  final  rule 
and  of  developing  the  required  report  to 
the  Congress  as  to  whether  further 
legislation  is  needed.  Private  carriers, 
common  carriers,  insurance  companies 
and  all  other  interested  persons  are 
specificaly  asked  to  comment  on  the 
following  as  well  as  on  any  other 
matters: 

(1)  Unlike  the  proposed  rule,  the 
ANPRM  did  not  specifically  indicate 
that  certain  intercorporate  hauling 
would  be  subject  to  the  requirements  of 
section  30.  What  is  the  significance  of 
this  proposal  on  the  availability  of 
insurance  for  intercorporate  haulers? 
For  all  other  persons  subject  to  section 
30? 

(2)  What  percentage  of  traffic  exempt 
frtim  ICC  regulation  under  49  U.S.C. 
10524,  as  amended,  is  exempt  under 
subsection  (a)  as  opposed  to  subsection 


(b)?  Are  these  percentages  expected  to 
change?  How  much  traffic  is  involved? 

(3)  If  section  30  were  amended  by  the 
Congress  to  impose  financial 
responsibility  requirements  on  pivate 
carriers  as  well  as  for-hire  carriers, 
would  the  insurance  be  available?  For 
private  carriers?  For  for-hire  carriers? 
How  would  the  cost  of  insurance  be 
affected? 

(4)  What  would  be  the  effect  of  an 
amendment  to  specifically  exclude 
intercorporate  hauling  between 
companies  with  100  percent  common 
ownership  from  the  scope  of  section  30? 

(5)  By  covering  for-hire  carriage  but 
not  private  carriage,  will  section  30 
result  in  a  diversion  of  traffic  from  for- 
hire  carriers  to  private  carriers?  How 
much  of  a  diversion? 

(6)  Is  there  anything  inherent  in  the 
distinction  between  private  and  for-hire 
carriage  that  afreets  safety 
performance?  Should  the  statute  have 
established  some  other  distinction?  No 
distinction  at  all? 

In  bulk.  Section  30(b)(2)  of  the  Act 
mandates  a  $5  million  level  of  financial 
responsibility  for  the  transportation  of 
"in  bulk  Class  A  explosives,  poison  gas, 
liquefied  gas,  or  compressed  gas.”  The 
Department  does  not  believe  there  is 
any  definition  of  the  term  “in  bulk"  that 
applies  to  all  the  commodities  listed.  In 
fact,  the  Department  is  unaware  of  a 
clear  definition  of  the  term  "in  bulk”  as 
it  applies  to  the  transportation  of 
property  of  any  kind,  although  it  appears 
that  industry  has  generally  considered 
the  transportation  of  hazardous 
materials  in  contaiiunent  systems  with 
capacities  in  excess  of  110  water  gallons 
as  "in  bulk"  transportation.  The  ICC  has 
dealt  with  the  problem  of  bulk 
commodities  for  years  but  only  in  the 
context  of  the  service  performed  by  the 
motor  carrier.  Generally,  the  ICC  has 
declared  that  bulk  commodities  are  for 
the  most  part  fungible  goods  that  can  be 
poured  or  will  flow  easily.  In  section  30 
of  the  Act,  it  is  clear  that  Congress  was 
addressing  the  potential  danger  to  the 
public  represented  by  the  transportation 
of  certain  commodities  in  large  amounts. 
In  view  of  this,  the  Department  looked 
at  the  commodities  specifically  listed 
(i.e.  Class  A  explosives,  poison  gas, 
liquefied  gas  or  compressed  gas)  in 
Section  30(b)(2)  and  developed  3  distinct 
definitions  of  the  term  “in  bulk." 

In  developing  these  definitions,  an 
important  consideration  is  the 
Department  of  Transportation’s 
Hazardous  Materials  Regulations  (49 
CFR,  Parts  171-189)  and  the  limitations 
those  rules  place  on  the  transportation 
of  various  commodities  insofar  as 
quantity,  packaging,  and  hazard 
potential  are  concerned.  A  review  of 
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these  regulations  indicates  that  a  rather 
narrow  deftnidon  of  the  term  "in  bulk" 
would  have  to  be  adopted  under  this 
proposed  regulation  to  achieve 
maximum  identity  with  the  hazardous 
materials  regulations.  However,  as 
described  below,-  complete  utilization  of 
the  definitions  in  tiie  Hazardous 
Materials  Transportation  Act  would 
cause  the  number  of  motor  carriers 
being  subjected  to  the  $5  million  level  of 
financial  responsibility  immediately  to 
be  higher  than  would  result  if  a  different 
definition  of  the  term  “in  bulk"  was 
adopted.  This  result  would  work  a 
particular  hardship  on  smaller  motor 
carriers  for  the  same  reasons  that 
immediate  imposition  of  higher  financial 
responsibility  requirements  might  harm 
these  carriers. 

For  the  2-year  interim  period,  the  term 
“in-bulk"  would  mean  the  transportation 
of  property,  except  Class  A  explosives 
and  poison  gases,  in  containment 
systems  with  capacities  in  excess  of 
3,500  water  gallons.  This  definition  is 
compatible  with  the  language  used  in 
Section  30(b)(2)(A]  of  the  Act  and  does 
not  appear  to  place  a  hardship  on  the 
motor  carrier  industry.  As  of  July  1. 1983, 
the  definition  would  automatically 
change.  As  of  that  date,  “in  bulk"  would 
mean  transportation  of  property,  except 
Gass  A  explosives  and  poison  gases,  in 
containment  systems  with  capacities  in 
excess  of  110  water  gaUons.  Ibis 
definition  would  be  compatible  with 
existing  Hazardous  Materials 
Regulations  and,  and  as  noted  above,  it 
has  been  generally  accepted  throughout 
industry  tl^t  the  transportation  of 
hazardous  materials  in  containment 
systems  with  capacities  in  excess  of  110 
water  gallons  is  considered  to  be 
transportation  “in  bulk."  Additionally, 
the  Hazardous  Materials  Regulations 
require  much  more  rigid  manufacturing 
specifications  for  portable  tanks  (i.e., 
capacities  in  excess  of  110  water 
gallons]  than  they  require  for  drums, 
pails  and  other  small  containers. 

For  the  2-year  interim  period,  “in  bulk 
(Class  A  explosives)"  would  mean  the 
transportation  of  any  Gass  A 
explo8ive(s]  weighing  more  than  2,000 
pounds,  in  the  aggregate,  including 
packaging  in  vehicles  having  a  GVWR 
of  10,000  pounds  or  more.  Congress 
chose  to  exempt  motor  vehicles  having  a 
gross  vehicle  weight  rating  of  less  than 
10,000  pounds  fit)m  the  provisions  of 
Section  30.  This  exemption  would 
include  Vt  ton  to  1  ton  rated  vehicles 
even  though  they  are  used  to  transport 
Gass  A  explosives.  A 1  ton  rated 
vehicle  has  a  nominal  carrying  capacity 
of  2,000  pormds.  As  of  July  1. 1983,  the 
definition  would  automatically  change. 


As  of  that  date  the  “in  bulk"  definition 
for  Class  A  explosives  would  be  the 
transportation  of  any  Class  A 
explosive(s)  in  any  quantity.  Any 
quantity  of  Class  A  explosives  presents 
a  serious  potential  danger  to  the  public 
Because  of  this,  the  Hazardous 
Materials  Regulations  require  the  public 
to  be  alerted  (by  placarding)  any  time 
any  quantity  is  transported.  Fuiiher,  the 
packaging  requirments  and  other  rules 
concerning  the  transportation  of  Gass  A 
explosives  are  very  explicit. 

The  “in  bulk  (poison  gas)"  definition 
will  remain  constant  from  July  1. 1981, 
until  amended  and  would  mean  the 
transportation  of  any  poison  gas  in  any 
quantity  on  a  GVWR  of  10,000  pounds  or 
more.  The  transportation  of  any  quantity 
of  poison  gases  presents  such  a  serious 
potential  hazard  to  the  public  that  the 
Hazardous  Materials  Regulations 
impose  very  stringent  requirements  on 
such  transportation  (i.e.,  packaging, 
labeling  and  placarding).  Because  of  this 
serious  haza^  potenti^  it  is  believed 
that  motor  carriers  transporting  poison 
gases  must  be  required  to  maintain  a  $5 
million  financial  responsibility  level  if 
the  public  is  to  be  adequately  protected. 

Motor  carrier— large  and  email. 

Within  the  insurance  industry  there  is  a 
specific  break-point  for  premium 
discounts.  Motor  carriers  operating  5  or 
more  power  units  are  considered 
"fleets”  and  are  quoted  “fleet  rates." 
Motor  carriers  operating  4  or  fewer 
power  units  are  quoted  “non-fleet 
rates.”  In  the  initial  regulatory  flexibility 
analysis  the  BMCS  considered  the 
impact  of  these  proposed  rules  on  small 
businesses.  Based  upon  this  analysis,  it 
is  proposed  to  adopt  this  break-point  in 
setting  different  levels  of  financial 
responsibility  for  small  and  large  motor 
carriers. 

Financial  Responsibility  Required 
(\  387.7) 

Comments  regarding  that  which 
constitutes  a  reasonable  amount  of  time 
for  cancellation  of  policies  of  insurance, 
surety  bonds,  or  other  agreements  and 
endorsements  were  varied.  The  motor 
carriers  generally  prefer  a  longer 
cancellation  period  and  the  inssurance 
industry  generally  prefers  a  shorter 
period  (especially  if  nonpayment  of 
premiums  is  involved).  However,  most 
commenters  agreed  that  30  days  is  a 
reasonable  period.  Thirty  days  is 
sufficient  time  for  a  motor  carrier  to 
obtain  replacement  coverage  unless  its 
performance  record  is  extremely  poor.  It 
is  also  sufficient  time  for  an  insurance 
company  to  be  relieved  of  further 
liability  since  normally  Uiere  is  enough 
premium  deposit  to  cover  that  period. 


Also,  30  days  is  ample  time  to  prepare 
canceliation  papers. 

It  is  important  to  note  that  the  30-day 
notice  of  cancellation  would  commence 
on  the  day  that  sudi  notice  is  received 
by  either  party.  This  is  to  insure  the 
public  full  protection  by  alleviating  any 
possible  misunderstanding  of  the 
cancellation  date.  Further,  the  proposed 
rule  allows  the  motor  carrier  the  right  to 
obtain  adequate  coverage  for  a  finite 
period  (e.g..  coverage  by  binder)  of  time 
to  cover  any  lapse  in  continuous 
compliance  without  triggering  the  30-day 
cancellation  requirement 

The  proposed  regulations  would 
require  that  an  endorsement  be  attached 
to  insurance  policies  for  the  purpose  of 
assuring  the  insured  that  all  criteria  of 
Section  30  have  been  met  in  the  policy. 
Further,  surety  bonds,  on  a  pres^bed 
form,  using  prescribed  language,  would 
be  permitted  in  lieu  of  the  policy  of 
insurance  and  required  endorsement 
This  would  alleviate  the  oftentimes 
confusing  translation  and  interpretation 
of  an  insurance  policy  or  surety  bond.  It 
is  believed  that  this  requirement  would 
not  create  an  undue  paperwork  burden 
on  the  insurance  industry  as  it  consists 
of  a  single  page  form  using  simple 
language.  Furtiier,  die  proposal  reflects 
the  Department's  belief  that  the  benefits 
of  having  an  endorsement  attached  to  a 
policy  far  outweigh  any  arguments 
against  it,  since  it  would  provide 
confirmation  of  full  coverage  to  the 
motor  carrier  and  the  public  at  a  glance. 
This  type  of  endorsement  is  already 
provided  to  motor  carriers  who  are 
regulated  by  the  ICC  Based  on  these 
findings,  the  BMCS  believes  the 
attachment  of  an  endorsement  to  an 
insurance  policy  has  been  an  effective 
and  efficient  method  of  doing  business. 

In  the  case  of  self-iiuurance,  the 
BMCS  would  issue  written  approval 
authorizing  a  motor  carrier  to  be  a  self- 
insurer  only  after  it  has  filed  an 
application  with  the  Bureau.  After 
investigation  and  approval,  the  Bureau 
would  issue  written  approval  wdiich 
would  serve  the  same  general  purpose 
as  an  endorsement 

The  proof  of  financial  responsibility, 
whether  it  be  an  endorsement  attached 
to  a  policy  of  insurance  or  a  surety 
bond,  or  written  approval  to  be  self- 
insured,  would  have  to  be  kept  at  a 
motor  carrier’s  principal  place  of 
business.  This  proof  must  be  available 
to  the  public  upon  reasonable  request 
for  review.  Sud  availability  would  be  in 
line  with  the  intent  of  Congress  to 
provide  protection  to  the  public.  It 
would  also  provide  the  assurance 
needed  by  a  lessor  of  a  motor  vehicle 
that  the  minimum  levels  of  financial 
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responsibility  have  been  met  by  a  motor 
caiiier. 

Financial  Responsibility,  Minimum 
Levels  (i  387.9) 

The  first  three  questions  of  the 
ANRPM  addressed  levels  of  financial 
responsibility.  Comments  from  large 
motor  carriers  indicated  that  acquiring 
the  coverage  to  meet  the  highest  limits 
would  present  no  problems  nor  would  it 
disrupt  their  services.  Many  large 
carriers  indicated  that  their  present 
coverages  meet  or  exceed  the  highest 
limits  prescribed  in  the  Act  Likewise, 
conunents  received  from  large  insurance 
companies  indicated  that  providing 
motor  carriers  with  the  hipest  limits 
would  pose  minimal  problems  to  them. 

Conversely,  both  small  motor  carriers 
and  small  insurance  companies  stated 
that  if  the  highest  limits  were  adopted  at 
the  earliest  time  permitted  by  the 
statute,  it  would  cause  a  severe 
disruption  in  their  services.  Both  groups 
urged  the  Secretary  to  lower  the  limits 
for  the  2-year  phase  in  period. 

It  is  clear,  based  on  responses  to  the 
docket,  that  it  is  generally  believed  that 
limits  required  presently  by  the  ICC 
should  be  higher  to  protect  the  interest 
of  the  general  public.  It  is  also  clear  that 
certain  segments  of  both  industries 
would  be  hurt  financially  if  the 
mandated  levels  of  financial 
responsibility  are  required  immediately. 
Congress  directed  the  Secretary  to 
consider  the  impact  of  the  proposed 
regulations  on  small  business.  Further, 
Congress  recently  passed  the  Regulatory 
Flexibility  Act  (Pub.  L  96-354, 
September  19. 1980;  5  U.S.C.  601  et  seq.). 
The  purpose  of  this  Act  is  to  provide  a 
more  flexible  regulatory  approach  for 
small  businesses.  For  these  reasons,  the 
rules  in  this  section  propose  that  large 
motor  carriers  be  required  to  maintain 
the  mandated  minimum  levels  of 
financial  responsibility  as  of  July  1, 1961. 
while  small  motor  carriers  be  allowed  a 
graduated  phase  in  over  a  Z-yeat  period. 
Since,  by  their  own  admission,  most 
large  carriers  now  maintain  financial 
responsibility  coverage  equal  to  or 
greater  than  the  mandated  levels,  there 
should  be  minimal  adverse  effect  on 
large  motor  carriers. 

As  indicated  by  the  draft  regulatory 
evaluation  and  the  initial  regulatory 
flexibility  analysis,  medium  and  small 
insurance  companies  may  be  forced  to 
drop  the  business  of  underwriting 
liability  coverage  for  motor  carriers  if 
the  higher  limits  are  imposed  as  of  July 
1, 1981.  The  primary  reason  for 
withdrawing  from  Uiis  area  of 
imderwriting  would  be  the  inability  to 
secure  sufficient  reinsurance  treaty 
protection  at  the  higher  levels.  Abo, 


certain  States  have  requirements  that 
prevent  an  insurance  company  from 
underwriting  coverage  in  excess  of  10 
percent  of  ib  surplus  (policy  holder 
premium  retention).  These  requiremenb 
may  greatly  curtail  participation  of  the 
medium  and  small  iiuurance  companies 
in  the  underwriting  of  motor  carrier 
insurance. 

For  the  first  and  second  year,  the 
small  motor  carriers,  depending  upon 
the  commodity  carried,  will  be  required 
to  maintain  the  minimum  levels 
proposed  in  the  schedule  of  limib  set 
for^  in  S  387.9. 

As  of  July  1, 1983,  all  motor  carriers, 
regardless  of  size,  would  be  required  to 
meet  the  minimum  levels  depending 
upon  commodities  carried. 

The  subject  of  appropriate  leveb  of 
financial  responsibility  for  towing 
operations  (wrecker  service)  was  raised 
by  the  Interstate  Towing  Association 
and  others.  Towing  operations  are 
primarily  concerned  with  the  removal  of 
damaged  or  mechanically  disabled 
vehicles  from  the  highway.  Generally,  a 
towing  company  is  expected  to  respond 
to  any  type  of  disablement  situation, 
irrespective  of  the  cargo  the  dbabled 
vehicle  is  transporting.  This  means  a 
towing  company  could  be  called  upon  to 
move  disabled  vehicles  laden  with 
either  hazardous  materiab  or  non- 
hazardous  property.  In  many  instances, 
especailly  where  hazardous  materials 
are  involved,  the  motor  carrier  will 
unload  or  transfer  the  cargo  fi^m  the 
disabled  vehicle  before  the  tow  truck 
operator  moves  the  disabled  vehicle.  In 
those  instances,  the  tow  truck  operator 
would  be  transporting  non-hazardous 
property  (i.e.,  the  disabled  vehicle)  and 
would  be  subject  to  the  levels  of 
financial  responsibility  required  for  that 
type  of  movement.  The  appropriate  level 
of  financial  responsibility  would  depend 
upon  the  type  of  cargo  in  or  on  a 
disabled  vehicle  at  ffie  time  a  towing 
operation  is  performed  (fuel  in  the 
disabled  vehicle’s  fuel  tanks  would  not 
be  considered  a  hazardous  material  or 
substance  for  the  purposes  of  this 
requirement).  If  towing  operations  will 
involve  vehicles  laden  with  hazardous 
materials,  substances,  or  wastes,  the 
appropriate  level  could  be  as  high  as  $5 
million  beginning  July  1, 1983. 

The  size,  by  number  of  power  units 
operated,  of  motor  carriers  engaged  in 
two  truck  operations  range  firom  1  to  40 
vehicles.  The  Interstate  Towing 
Association  commented  that  if  the 
towing  companies  are  faced  with  the 
necessity  of  carrying  the  higher  limits  of 
financial  responsibility  coverage,  they 
would  most  likely  be  forced  to  decline 
towing  vehicles  carrying  hazardous 
materials  because  of  the  higher  cost  of 


insurance  and  the  uncertain  fivquency 
of  these  types  of  moves.  If  tow  truck 
operators  would  choose  this  course  of 
action,  a  number  of  questions 
immediately  arise  and  comments  are 
sought  in  answer  to  those  questions: 

(1)  How  many  commercial  motor* 
vehicles,  transporting  hazardous 
materials,  are  disabled  on  the  highways 
annually,  monthly,  weekly  or  daily? 

(2)  Do  these  disabled  vehicles  on  the 
hi^ways  create  a  situation  which 
would  adversely  afiect  public  safety? 
Beyond  any  danger  created  by  vehicles 
carrying  non-hazardous  commodities?  If 
so,  how? 

(3)  Do  these  disabled  vehicles  create  a 
situation  which  would  cause  a  serious 
disruption  in  transportation  service? 

(4)  What  recourse  or  remedy  would  be 
available  to  the  motor  carrier  controlling 
the  disabled  vehicle? 

(5)  It  is  understood  that  the  insurance 
industry  has  available  a  type  of 
coverage  known  as  “trip  insurance.” 
Would  this  type  of  insurance  coverage 
be  available  to  tow  truck  operators  if 
they  could  notify  the  insurance  company 
in  advance  that  a  movement  involving 
hazardous  materials  was  contemplated? 

Tow  truck  operations,  by  their  very 
nature,  must  be  considered  “emergency 
services.”  A  disabled  vehicle  sitting  in 
or  alongside  the  roadway  could  very 
well  be  considered  more  of  a  danger  to 
the  public  than  the  actual  towing  of  a 
disabled  vehicle  to  a  safe  haven.  These 
operations  are  conducted  at  low  speeds 
and  with  hazard  warning  lights 
activated.  The  likelihood  of  an  accident 
occurring  while  operating  in  this  mode  is 
substantially  reduced.  Since  these 
“emergency  services”  are  performed  at 
a  reduced  level  of  risk  by,  for  the  most 
part,  small  businesses,  it  is  proposed 
that  tow  truck  operations  be  required  to 
maintain  reduced  minimum  levels  of 
financial  responsibility  for  the  2-year 
phase  in  period.  Those  levels  would  be 
as  follows: 

Tow  truck  operations  involving  the 
movement  of  disabled  vehicles  laden 
with  property  (non-hazardous)  *  •  • 
$500,000  fix)m  July  1, 1981,  through  June 
30, 1983,  and  $750,000  thereafter  until 
amended. 

Tow  truck  operations  involving  the 
movement  of  disabled  vehicles  laden 
with  hazardous  materials,  substances, 
or  wastes  set  forth  in  subparagraph  (2) 
of  the  schedule  of  limits  (S  387.9)  *  *  * 
$1  million  fi*om  July  1. 1981,  through  June 
30, 1983,  and  $5  million  thereafter  until 
amended. 

Tow  truck  operations  involving  the 
movement  of  disabled  vehicles  laden 
with  hazardous  materials,  substances, 
or  wastes  set  forth  in  subparagraph  (3) 
of  the  schedule  of  limits  (§  387.9)  *  *  * 
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$500,000  Irom  July  1, 1081.  through  June 
30, 1983,  and  $1  million  thereafter  until 
amended. 

Qualifications  (%  387.11) 

All  motor  carriers  and  insurance 
companies  who  responded  to  the 
ANPRM  felt  that  self-insurance  should 
be  available  as  an  option  for  financial 
responsibility.  This  opinion  was  also 
shared  by  six  associations  representing 
the  trucking  industry  and  two 
associations  representing  the  insurance 
industry. 

A  majority  of  the  respondents  agreed 
that  part  of  the  criteria  for  approval  of 
motor  carriers  to  self-insure  should  be 
that  the  motor  carrier  submit  certified 
data  on  the  value  of  company  assets. 
These  data  should  provide  proof  that  the 
carrier  is  capable  of  paying  claims  at  the 
new  required  levels  wiUiout  disrupting 
its  normal  operations  or  affecting  its 
solvency.  Another  suggestion  was  that 
the  motor  carrier  provide  evidence  of  its 
ability  to  process  claims  filed  against  it. 

The  BMCS  agrees  that  self-insurance 
should  be  an  option  available  to  motor 
carriers  who  can  provide  satisfactory 
financial  responsibility  in  that  way. 
However,  the  BMCS  carefully 
review  any  application  for  the  granting 
of  self-insurance  authority.  A  prime 
factor  is  that  the  grantor  of  self- 
insurance  authority  is  guaranteeing  to 
the  public  a  motor  carrier's  solvency  for 
as  long  as  5  years  (in  the  future).  Five 
years  is  not  an  unusual  length  of  time  for 
a  serious  personal  injury  claim  to 
proceed  through  the  courts.  Such  a 
guarantee  is  most  difficult  to  give  since 
a  self-insured's  authority  could  be 
revoked  whenever  financial 
deterioration  occurs. 

It  is  not  difficult  to  uncover  many 
instances  where  motor  carriers  had 
strong  financial  statements  5,  or  even  2 
years,  prior  to  a  bankruptcy. 

Another  key  factor  is  the  availability 
of  insurance  and  surety  programs  which 
permit  carriers  to  handle  their  own 
claims.  These  motor  carriers  have  the 
presumed  benefits  of  self-insurance 
(processing  their  own  claims]  while  the 
public  has  the  full  protection  of  an 
insurance  or  surety  company.  Examples 
of  such  programs  include  the  use  of  high 
deductibles  and  open-ended 
retrospective  rati^  plans.  Surety  bond 
programs  always  involve  a  motor  carrier 
handling  its  own  claims. 

Criteria  which  would  be  used  in 
considering  an  applicant  for  self- 
insurance  would  include  a  current  in- 
depth  audit  to  assure  the  requisite 
financial  strength.  The  self-insurance 
applicant  would  have  to  exhibit  an 
extremely  strong  financial  statement 
with  a  profitable  income  statement  and 


evidence  of  substantial  financial 
reserves.  A  self-insurer  would  also  have 
to  exhibit  the  ability  to  process  claims, 
whether  it  be  throu^  its  own  personnel 
or  outside  adjusters. 

Motor  carriers  would  not  be  permitted 
to  deposit  collateral  in  an  escrow 
account,  for  the  approval  to  self-insure. 
This  is  believed  to  be  impractical  since 
there  is  no  way  to  determine  the  proper 
amount  of  collateral  which  would  be 
necessary  to  assure  the  final  payment  of 
all  claims.  There  is  no  way  to  determine 
how  many  claims  would  incurred  and 
how  much  a  court  would  finally  award 
for  these  claims. 

State  Authority  and  Designation  of 
Agent  a  387.15) 

Comments  to  the  docket  were  divided 
on  the  issue  of  having  motor  carriers 
obtain  insurance  only  bt)m  those 
companies  legally  authorized  to  issue 
policies  in  each  State  in  which  the 
carriers  operate.  Fifty-four  percent  of  the 
comments  from  motor  carriers  and 
representative  associations  indicated 
that  insurers  should  be  required  to  have 
offices  in  all  States  where  the 
companies  they  underwrite  operate. 
Forty-six  percent  opposed  this  because 
many  insurance  companies,  both  foreign 
and  domestic,  are  not  authored  to  do 
business  in  all  States,  but  do  cover 
claims  in  those  States.  It  was  also 
pointed  out  that  such  a  requirement 
would  limit  competition  among 
insurance  companies,  reduce  available 
capacity,  and  Increase  premiums. 

Comments  from  insurance  companies 
and  their  representative  associations 
were  similarly  divided  with  58  percent 
in  favor  of  the  requirement  and  42 
percent  opposed.  One  company 
supporting  the  requirement  stated  that 
allowing  imlicensed,  unregulated 
companies  to  provide  insurance  based 
only  on  filings  of  proof  of  financial 
responsibility  would  lead  to  major 
problems.  Opposition  to  the  requirement 
was  virtually  the  same  as  that  offered 
by  motor  carriers.  Additionally,  the 
point  was  made  that  the  requirement 
would  discriminate  against  small 
insurance  companies. 

It  was  found  that  the  policy  the  ICC 
has  utilized  concerning  this  matter  has 
proven  itself  to  be  most  effective.  The 
ICC  presently  requires  each  acceptable 
insurance  company  to  execute  an 
agreement  which  provides  that  it  will 
designate,  upon  request,  an  agent  to 
accept  service  of  process  in  any  State  in 
which  it  is  not  licensed.  If  an  insurance 
company  is  licensed  in  a  State,  it 
automatically  designates  the  State 
insurance  commissioner,  or  equivalent, 
to  accept  service  of  process.  Tlie  ICC 


has  commented  that  it  has  had  no 
problem  with  its  rule. 

Fiduciaries  (i  387.17) 

The  terms  “insured"  and  “principal" 
as  used  in  any  prescribed  forms  would 
include  any  fiduciary  subsequently 
appointed.  The  purpose  is  to  keep  the 
administrative  and  clerical  funcfions  to 
a  minimum.  Almost  without  exception, 
whenever  a  fiduciary  is  appointed  to  a 
motor  carrier,  the  same  insurance 
company  is  involved. 

Examples  of  such  fiduciaries  are  the 
executor  or  administrator  of  an  estate 
for  a  deceased  partner  or  sole 
proprietor,  or  a  trustee  in  bankruptcy.  If 
an  insurance  company  does  not  desire 
to  continue  coverage,  it  can  always 
cancel  its  policy,  lie  ICC  has  had  such 
a  provision  for  many  years  without  a 
single  complaint  from  any  party. 

Forms  (\  387.19) 

The  BMCS  has  determined  that  two 
forms  would  be  necessary  to  effectively 
implement  the  rules  pertaining  to 
minimum  levels  of  financial 
responsibility.  Similar  forms  now  exist 
and  are  presently  required  to  be  filed 
with  the  ICC  for  motor  carriers 
operating  under  ICC  authority.  The  same 
forms  are  required  for  State  filings  by 
interstate  motor  carriers  when  such 
carriers  are  required  to  file  with  a  State. 
The  National  Association  of  Regulatory 
Utility  Commissioners  (NARUC)  has 
advised  that  44  States  now  require 
insurance  filings  for  intrastate 
operations.  Forty  of  the  44  States  utilize 
model  forms  developed  by  NARUC. 

The  BMCS  proposes  to  make 
modifications,  in  close  cooperation  with 
the  ICC,  to  the  present  ICC  forms.  If 
adopted  by  the  DOT  and  file  ICC,  both 
agencies,  the  insurance  companies,  and 
the  various  States  could  make  use  of  the 
forms  with  no  disruption  in  their 
methods  of  operation.  Should  the 
proposed  modifications  be  adopted,  no 
additional  paperwork  would  be  required 
when  initiating  a  new  filing  of  a  policy 
of  insurance  for  a  motor  carrier 
operating  under  ICC  authority. 

Two  forms  would  be  used:  (1)  and 
endorsement  for  a  policy  of  insurance, 
and  (2)  a  surety  bond.  Each  form  would 
be  self-explanatory  and  would  not 
create  any  substantial  extra  paperwork 
or  imposition  on  operations  of  either  the 
insurance  companies  or  motor  carriers. 
These  forms  would  provide  for  easy 
access  by  the  public  which  is  in  keeping 
with  the  intent  of  the  Act 

Violation  and  Penalty  (\  387 J!l) 

To  additionally  strengthen  the 
incentives  for  motor  carriers  to 
concentrate  more  rigorously  on  safety. 
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Congress  included  a  $10,000  civil 
penalty  to  be  assessed  against  any 
motor  carrier  proven  to  ^  in  violation 
of  the  final  relations  implementing 
Section  30. 

In  consideration  of  the  foregoing,  the 
FHWA  proposes  to  amend  Title  49, 

Code  of  Federal  Regulations,  Subtitle  B, 
Chapter  III  by  establishing  a  new  Part 
387  as  set  fo^  below. 

(Catalog  of  Federal  Domeitic  Assistance 
Program  Number  20.217,  Motor  Carrier 
Safety) 

Issued  on:  January  19, 1981. 

Kenneth  L  Pierson, 

Director,  Bureau  of  Motor  Carrier  Safety. 

Part  387  is  added  to  read  as  follows: 

PART  387— MINIMUM  LEVELS  OF 
FINANCIAL  RESPONSIBILITY  FOR 
MOTOR  Ci^RIERS 

Sec. 

387.1  Purpose  and  scope. 

387.3  Applicability. 

387Ji  Definitions. 

387.7  Financial  responsibility  required. 

387S  Financial  responsibility,  minimum 
levels. 

387.11  Qualifications. 

387.13  Bonds  and  policies  of  insurance. 
387.15  State  authority  and  designation  of 
agent 

387.17  Fiduciaries. 

387.19  Forms. 

387.21  Violation  and  penalty. 

Authority:  Sec.  30,  Pub.  L  96-296, 94  Stat 
793: 23  U.S.C  315;  49  CFR  1.48  and  301.60. 

S  387.1  Purpose  and  scope. 

This  part  prescribes  the  minimum 
levels  of  financial  responsibility 
required  to  be  maintained  by  motor 
carriers  of  property  operating  motor 
vehicles  in  interstate,  foreign  or 
intrastate  commerce.  The  purpose  of 
these  regulations  is  to  create  additional 
incentives  to  motor  carriers  to  maintain 
and  operate  their  vehicles  in  a  safe 
manner  and  to  assure  that  motor 
carriers  maintain  an  appropriate  level  of 
financial  responsibility  for  every  motor 
vehicle  operated  on  public  highways. 

S  387.3  AppHcabinty. 

(a)  This  part  applies  to  for-hire  motor 
carriers  operating  motor  vehicles 
transporting  property  in  interstate  or 
foreign  commerce. 

(b)  This  part  applies  to  motor  carriers 
operating  motor  vehicles  transporting 
hazardous  materials  and/or  hazardous 
substances  or  hazardous  wastes  in 
interstate  or  intrastate  commerce. 

(c)  Exception.  The  rules  in  this  part  do 
not  apply  to  those  motor  vehicles  that 
have  a  gross  vehicle  weight  rating 
(GWYR)  of  less  than  10,000  pounds. 


1387.5  Dtfimtions. 

As  used  in  this  part — Cancellation  of 
insurance — the  withdrawal  of  insurance 
coverage  by  either  the  insurer  or  the 
insured. 

Endorsement — an  amendment  to  an 
insurance  policy. 

Evidence  of  insurance — a  surety  bond 
or  a  policy  of  insurance  with  the 
appropriate  endorsement  attached  or 
proof  of  qualification  as  a  self-insurer 
that  will  comply  with  the  required 
minimum  levels  of  financial 
responsibility  set  forth  in  this  part. 

Environmental  restoration — 
restitution  for  any  personal  injury, 
economic  loss,  loss  of  natural  resources 
or  loss  of  real  or  personal  property.  This 
includes  but  is  not  limited  to — 

(1)  The  cost  of  removal  from  the 
env^nment; 

(2)  The  cost  of  necessary  measures 
taken  to  minimize  or  mitigate  damage  or 
potential  for  damage  to  the  public  health 
or  welfare; 

Note.— Public  health  includes  all  factors 
affecting  human  health  and  welfare, 
including  but  not  limited  to,  human  health, 
the  natural  environment,  fish,  shellfish, 
wildlife,  and  private  and  public  property. 

(3)  The  cost  of  assessing  personal 
injury,  loss  or  destruction; 

(4)  ilie  restitution  of  loss  of  income, 
profit,  or  impairment  of  earning  capacity 
from  personal  injury  or  damage  to 
property; 

(5)  The  cost  of  out-of-pocket  medical 
expenses  or  burial  costs  from  injuries; 

(6)  The  restitution  for  loss,  damage  or 
destruction  of  real  or  personal  property 
or  natural  resources;  or 

(7)  The  cost  of  acquisition  of 
equivalent  replacement  property  or  for 
restoration  or  rehabilitation  of  damaged 
property. 

Financial  responsibility — the 
financial  reserves  (e.g.,  insurance 
policies  or  surety  bonds]  sufficient  to 
satisfy  liability  amounts  set  forth  in  this 
part  covering  public  liability  and 
environmental  restoration  liability. 

For-hire  carriage — transportation  of 
property  by  motor  vehicle  except 
when —  • 

(1)  The  property  is  transported  by  a 
person  engaged  in  a  business  other  than 
transportation;  and 

(2)  The  transportation  is  within  the 
scope  of,  and  furthers  a  primary 
business  (other  than  transportation)  of 
the  person. 

In  bulk  (from  July  1. 1981,  through 
June  30, 1983} — the  transportation,  as 
cargo,  of  property,  except  Class  A 
explosives  and  poison  gases,  in 
containment  systems  with  capacities  in 
excess  of  3,500  water  gallons. 

In  bulk  (from  July  1, 1983,  until 
amended}— -the  transportation,  as  cargo. 


of  property,  except  Class  A  explosives 
and  poison  gases,  in  containment 
systems  with  capacities  in  excess  of  110 
water  gallons. 

In  bulk  (Class  A  explosives,  from  July 
1, 1981,  through  June  30,  7^>--the 
transportation  of  any  Class  A 
explosive(s)  weighing  more  than  2,000 
pounds,  in  ^e  aggregate,  including 
packaging. 

In  bulk  (Class  A  explosives,  from  July 
1, 1983,  until  amended} — the 
transportation  of  any  Class  A 
explosive(s)  in  any  quantity. 

In  bulk  (poison  gas,  from  July  1, 1981, 
until  amended} — die  transportation  of 
any  poison  gas  in  any  quantity. 

Insured  and  principal — the  motor 
carrier  named  in  the  policy  of  insurance, 
surety  bond,  endorsement,  or  notice  of 
cancellation,  and  also  the  fiduciary  of 
such  motor  carrier. 

Insurance  premium — the  monetary 
sum  an  insured  pays  an  insurer  for 
acceptance  of  liabUity  for  personal 
injury,  property  damage,  and 
environmental  restoration  claims  made 
against  the  insured. 

Motor  carrier — large — a  person  who 
operates  five  or  more  power  units. 

Motor  carriei^-small — a  person  who 
operates  four  or  fewer  power  units. 

Public  liability— arising  from 
the  conduct,  property,  and  agents  of  the 
insured. 

S  387.7  Hnanctal  responsibility  required. 

(a)  No  motor  carrier  shall  operate  a 
motor  vehicle  until  the  motor  carrier  has 
obtained  and  has  in  effect  the  minimum 
levels  of  financial  responsibility  as  set 
forth  in  S  387.9  of  this  part 

(b) (1)  Policies  of  insurance,  surety 
bonds,  other  agreements  and 
endorsements  required  under  this 
section  shall  remain  in  effect 
continuously  until  terminated. 
Cancellation  may  be  affected  by  the 
insurer  or  the  insured  motor  carrier 
giving  30  days'  notice  in  writing  to  the 
other.  The  30  days  shall  commence  to 
nm-from  the  date  the  notice  is  actually 
received. 

(2)  Exception.  Policies  of  insurance, 
surety  bonds,  and  other  agreements  may 
be  obtained  for  a  finite  period  of  time  to 
cover  any  lapse  in  continuous 
compliance. 

(c)  Policies  of  insurance,  surety  bonds 
and  other  agreements  required  under 
this  section  may  be  replaced  by  other 
policies  of  insurance,  surety  bonds  or 
other  agreements.  The  liabUity  of  the 
retiring  insurer  or  surety  shall  be  ■ 
considered  as  having  terminated  as  of 
the  effective  date  of  the  replacement 
policy  of  insurance,  surety  bond  or  other 
agreement  or  at  the  end  of  the  30  day 
canceUation  period  required  in 
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subsection  (b)  of  this  section,  whichever 
is  sooner. 

(d)  Proof  of  the  required  financial 
responsibility  shall  maintained  at  the 
motor  carrier's  principal  place  of 
business.  The  proof  shall  consist  of— 

(1)  A  single  “Endorsement  for  Motor 
Carrier  Policies  of  Insurance  for  Public 
Liability  and  Environmental  Restoration 
Liability  Under  Section  30  of  the  Motor 
Carrier  Act  of  1980"  (form  MCS-090) 
(Illustration  I)  issued  by  an  insurer 

(2)  The  "Motor  Carrier  Surety  Bond 
for  I^blic  Liability  and  Environmental 
Restoration  Liability  Under  Section  30  of 
the  Motor  Carrier  Act  of  1980”  (form 
MCS-082)  (Illustration  II):  or 

(3)  The  written  approval  issued  by 
the  BMCS.  authorizing  the  motor  carrier 
to  be  a  self-insurer. 

(e)  The  proof  of  minimum  levels  of 
financial  responsibility  required  by  this 
section  shall  be  considered  public 
information  and  must  be  pr^uced  for 
review  upon  reasonable  request  by  a 
member  of  the  publia 

9  387.9  Financial  responsibility,  minimum 
leveis. 

Tne  minimum  levels  of  financial 
responsibility  referred  to  in  §  387.7  of 
this  part  are  hereby  prescribed  as 
follows: 

BILUNQ  CODE  4«1»-22-M 
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K.imMC&U(>2  ILLUSTRATION  II  Form  Approval 

OMBNo. 

MUT'>R  C\KRiKK  PtItLIC  LIAillLITY  AND  ENVIRONMENTAL  RESTORATION  LIABILITY  SURETY 
BOND  UNDER  SIXITION  30  OF  THE  MOTOR  CARRIER  ACT  OF  1980 
KNOW  ALL  MEN  BY  THESE  PRESENTS,  That _ _ _ _ _  . 


•  corpontion  rrnted  tn4  cxiitinc  under  the  Uwa  of  the  State  of . 


_ ,  with  principal  office 

(hereinafter  called  Surety),  as  Surety 


(Nante  of  motor  carrier  principal)  ~  (Gly) 

(hereinafter  called  the  Principal),  is  held  and  firmly  bound  unto  the  United  States  of  America  in  the  sum  or  sums  hereinafter 
proeided  for  which  payment,  well  and  truly  to  be  made,  said  Surety  hereby  binds  Kaelf,  Ha  successors  and  assifna,  firmly  by 
these  preaents. 

THE  CONDITION  OF  THIS  OBLIGATION  IS  SUCH  THAT: 

WHEREAS,  the  Principal  is  or  intends  to  become  a  motor  carrier  suhiect  to  the  provisions  of  Section  30  of  the  Motor  Carrier 
Act  of  1980  and  the  rules  and  refulstions  of  the  Federal  Highway  Administration's  Bureau  of  Motor  Carrier  Safety  rclatinf  to 
financial  responsibility  for  the  protection  of  the  public,  and  has  elected  to  file  with  the  Bureau  a  surety  bond  conditioned  as 
hereinafter  act  forth;  and  I 

WHEREAS,  this  bond  is  written  to  assure  oomplianoc  by  the  Principal,  as  a  tttotor  carrier,  with  E'ctloa  SO  of  the  Motor 
Cferrier  Act  of  1980  and  the  rules  and  regulations  of  the  Bureau  of  Motor  Carrier  Safety  relatirg  to  financial  responsibility  for  the 
protection  of  the  public,  and  shall  inure  to  the  benefit  of  any  person  or  persons  who  shall  recover  a  final  judgment  or  judgments 
against  the  Principal  for  any  of  the  danuges  herein  described. 

NOW,  THEREFORE,  if  every  final  judgment  against  the  Principal  for  public  liaUIUy  claims  or  cnvironntental  restoration 
liability  ciaims  sustained  while  this  bond  is  in  effect,  and  resulting  from  the  negligent  operation,  nuintenance,  or  use  of  motor 
vchiclet  in  transportation  subject  to  Section  30  of  the  Motor  Carrier  Act  of  1980  (but  excluding  injury  to  or  death  of  the  Principal’a 
employees  while  engaged  in  the  course  of  their  employnrent,  and  loss  of  or  damage  to  property  of  the  Principal  and  property 
transported  by  the  Principal  designated  as  cargo),  shall  be  paid,  then  this  obligation  shall  be  void,  otherwise  to  remain  in  full  force 
and  effect. 

Within  the  ttmits  hereinafter  provided,  the  liability  of  the  Surety  extends  to  such  toaaes  regardless  of  whether  such  motor 
vehicles  arc  speciTically  described  herein. 

This  bond  is  effective  from  (12:01,  a.m.,  staruiard  tiitM,  at  the  address  of  the  PriiKipal  as 

stated  herein)  and  shall  continue  in  force  unlil  terminated  as  hereinafter  provided.  The  Principal  or  the  Surety  may  at  any  time 
terminate  this  bond  by  written  notice  to  the  other.  Such  termination  will  becotrw  effective  thirty  (30)  days  after  actual  receipt  of 
said  notice.  The  Surety  shaR  not  be  liable  hereunder  for  the  payment  of  any  judgment  or  judgments  against  the  Principal  for 
public  liability  daims  or  environmental  rastoralion  claims  resulting  from  accidents  which  occur  after  the  termination  of  this  bond 
at  herein  provided,  but  sueh  termination  shall  not  affect  the  llabiUty  of  the  Surety  hereunder  for  the  payment  of  any  such  judgment 
or  judgments  resulting  from  accidents  which  occur  during  the  time  the  bond  is  in  effect. 

The  liability  of  the  Surety  on  each  motor  vehicle  shall  be  the  limita  ptcscribed  in  49  (JFR  387.9  which  were  In  effect  at  the 
lime  this  bond  was  executed  and  will  be  a  continuing  one  notwithstanding  any  recovery  hereunder. 

The  Surety  certifiee  that  the  Principal  has  represented  that  the  transportation  operations  conducted  sre  adequately  described 
under  subparagraph _ of  49  CFR  387.9  and  that  this  bond  is  in  force  in  single  limit  amounts  of  st  least  S _ . 

IN  WITNESS  WHEREOF,  the  said  SurHy  has  executed  this  instrument  on  the _ day  of _ .  19 - . 


(AFFn  CORPORATE  SEAL) 


ACKNOWLEDGMENT  OF  SURETY 


On  this _ day  of _ ,  19 _ _  before  me  personally  came 

who,  being  by  me  duly  sworn,  did  depose  and  say  that  he  resides  in _ _ _ i  that  he  is  the 

_ of  the  _ _ 

the  corporation  described  in  and  which  executed  the  foregoing  instrument;  that  he  knows  the  seal  of  said  corporation;  that  the  teal 
affixed  to  said  instrument  it  such  corporate  teal;  that  it  was  to  affixed  by  order  of  the  board  of  directors  of  said  corporation;  that 
he  signed  his  name  thereto  by  like  order,  and  he  duly  acknowledged  to  me  that  he  executed  the  tame  for  and  on  behalf  of  said 
corporation. 


(OFFiaAL  SEAL) 

Surety  Company  File  No._ 


Title  of  official  administering  oath 
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OMB  No. 

EM)ORSF.ML.NT  FOR 

MOTOR  CARRIER  POLICIES  OF  INSURANCE  FOR  PUBUC  UAMUTY  AND  ENVIRONMENTAL 
RF.STORATION  LIABILITY  UNDER  SECTION  30  OF  THE  MOTOR  CARRIER  ACT  OF  1960 


Th«  poUc]r  to  which  tbit  MdontoMnl  it  ttucbtd  it  t  public  HtWIily  tnd  tottio— toltl  wrttiotiuo  UtWUty  poUey  tod  it  httthy 
...  oomplitnct  Lt  Ibt  iaturtd,  ata  nwtor  carrier  of  property,  with  Section  M  of  the  Motor  Carrier  Act  of  IB60  and 
the  pertinent  rnlaa  and  lefulationa  of  the  Federal  Highway  Admlniatrationt  Bureau  of  Motor  Oarttar  Bafety. 

la  conaidaratioa  of  the  premium  atated  in  the  policy  to  which  thit  endoraemaot  la  attached,  the  Inturanct  Company  (the  Company ) 
hereby  agreet  to  pay,  within  the  limita  of  liability  beminaflar  provided,  any  final  {udgmeot  reoo eared  agalntt  the  inarood  lor  public 
Habihty  or  lorn  of  or  damage  to  or  enriroomental  reatomtion  or  properly  of  othera  (aaduding  ihlary  to  or  death  of  the  iaaured'a 
employeee  while  engaged  la  the  eourae  of  their  employment,  and  property  tranaported  by  the  hwond,  deaignated  at  cargo),  ratnllinf 
from  nagtigeoee  in  the  operation,  maialantiMe,  or  uee  of  motor  eehidat,  at  deaeribed  in  TKIa  4B,  Chapter  III  of  the  Code  of  Federal 
Rrguleliont,  ragardlam  of  irhethar  tuefa  motor  eehidea  are  apeeiflaally  deaeribed  in  the  policy  or  not. 

Within  the  limlla  of  liability  bareinafler  provided,  it  ii  further  underatood  and  agreed  that  rw  eondition,  provWon,  atipulation,  or 
limitation  containad  la  the  policy,  or  any  other  endoraement  thereon  or  violatioo  thereof,  or  of  Ihit  endoraanaent,  by  the  intured,  aball 
relieve  the  Company  from  liability  bereimder  or  from  the  payment  of  any  each  fliml  Judgment,  trmapectiva  of  the  financial  rmponaibility 
or  lack  thereof  or  inaolvency  or  bankruptcy  of  the  inaured.  However,  all  terma,  condHkmt,  and  Umllatioaw  in  tbe  policy  to  which  thia 
endoraement  ia  attached  are  to  remain  in  full  force  and  effect  m  binding  hetvreen  tbe  inaured  and  the  Company  on  account  of  any 
aeddeal,  cUfaa,  or  auH  involving  a  breech  of  the  tenna  of  the  policy,  and  for  any  payment  that  the  Company  would  not  have  been 
obNgatad  to  make  under  the  proviaiona  of  the  policy  eacept  for  the  agreement  contained  in  thia  andoraamant. 

It  ia  underatood  and  agreed  that,  upon  failure  of  tbe  Compeny  to  pay  any  final  Judgment  reeovered  agalnat  the  irwured  aa  provided 
hereto,  the  Judgment  creditor  may  maintain  an  action  in  any  court  of  competent  Juriadiction  againat  tha  Company  to  compel  aueh 
payment. 

Ibe  limita  of  the  Company^  liability  for  tha  amounu  provided  in  thit  endoraamanl  apply  aapnmtely  to  aaeh  aeddaot  or  incidaol 
and  any  paytrwnt  under  the  policy  bacauae  of  any  one  acciderrt  or  Ineidant  ahall  iwt  operate  to  reduce  the  liability  of  the  Company  for 
the  paymerrt  of  final  Judgmanta  ratulUng  from  any  other  accident  or  Incident. 

Dm  Company  diall  not  be  liable  tor  amounta  in  eacam  of  what  ia  atated  below  tor  anth  accident  or  bieident. 


SCHEDULE  OF  LIMITS 


TtoeofCrrb., 

! 

ikuileL 

imit  R^uiranu 

tat 

CommodUvTr-  --’■ned  ! 

A;*-  1  i9Sl  ! 

July  J.  issa. 

J)dv  1  1983 

(1)  For-bire 

(a)  Large  Motor  Carrier 

(b)  Small  Motor  Chrrier 
(c|  Tow  Truck  Operationa 

Property  (Non-haiardoua)  | 

$  760,000  j 
600,000  1 
600A00  1 
1 

6  760,000 
600,000 
600,000 

• 

6  760,000 

760,000 

760,000 

(3)  For-hare  and  Private 

(a)  Large  Motor  Carrier 

(b)  Small  Motor  Carrier 

(c)  Tow  Truck  Operationc 

Oil  or  haxardoua  aubatanoea  aa  liated  in  40  1 

CFR  Parta  110, 116  A  361  tranaported  in  1 

tanki,  portable  tanka,  or  hopper-type  vehiciaa 
with  capacitiea  in  exceaa  of  SAOO  water  gi'lorj 

or 

In  bulk  Claaa  A  exploeivea,  poiaon  gat, 
liqueried  gaa,  or  compreaaed  gaa  1 

or  1 

large  quantKiea  of  radioactive  materiala  j 

aa  defined  in  49  CFR  173.389 

T'.vOO.OOO 

1,000,000 

1,000,000 

1 

1  ^5,000, 060 

SA0O,OOO 

1,000,000 

. 

$6,000,000 

6,000,000 

6,000,000 

(31  For-hin  and  Private 

(a)  Large  Motor  Ctrtiut 

(b)  Small  Motor  Carrier 

(ct  Tow  TVuck  -■ 

All  oil,  baiardous  nuteriRU,  hmivdoiu 
iubcUncM,  and  haxardout  wastet  not 
mantionad  In  (2)  aboaa 

r  1  .oda  00^ 

1  600,000 

i  600,000 

■  61,000,000 

1  760,000 

i  600,000 

$1,000,000 

1,000,000 

1,000,000 

Whenever  required  by  the  Bureau,  the  Company  agreei  to  furmah  the  Bureau  a  duplicate  original  of  aaid  policy  and  all  endonemenu 
thereon.  Ibc  Company  alao  agreea,  upon  telephone  requaat  by  an  authorixed  re  preventative  of  tbe  Bureau,  to  verify  that  the  policy 
ia  in  force  m  of  a  particular  date.  Tbe  telephone  number  to  call  ia: _ , 

The  Company  eertifiaa  that  the  inaured  haa  rcpreaenled  that  the  tranaportation  operationa  conducted  are  adequately  deaeribed 
under  aubparagraph  above  and  that  aaid  inaured  haa  a  policy  in  force  in  aingle  limit  pmounta  of  at  leaat  g 

Tbia  endoraement  may  not  be  canceled  without  cancelbtion  of  the  policy  to  which  H  ia  attached.  Such  cancellation  may  be 
effected  by  the  Company  or  the  inaured  giving  thirty  (30)  daya  notice  in  writing  to  the  other.  Said  thirty  (SO)  daya  notice  to 
commence  to  run  from  the  date  notic^ia  actually  received. 

laaued  to  of 

Ibted  at  thia _ day  of  .19  ______ 

Amending  Folicy  No.  __________________ 


Countenigned  by 


Aurae*ir<d  0»mpmny  nearvamrarive. 
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SCHEDULE  OF  LIMITS 

rublic  LiabtiUy  -  BnTiroBWMntd  Reitoratton  LiabOity 


Single  LI 

HCJffiSS 

»t 

FffnWTTTlI 

PTTTwrmi 

III  1  IWMIMa 

(1)  Por-bin 

(a)  Latfc  Motor  Oarrkr 

(b)  Small  Motor  Ckrritr 
(e)  Tow  TVuck  Operations 

Property  (Non>haaardoua) 

9  760,000 
600,000 
600,000 

9  760,000 
600,000 
'  600,000 

9  760,000 
760,000 
760,000 

(2)  PoT'hir*  and  Priratc 

(a)  Larfe  Motor  Carrier 

(b)  Small  Motor  Carrier 

(c)  Tow  Truck  Operations 

f 

Oil  or  hazardous  substances  as  listed  in  40 

CFR  Parts  110, 116  A  261  transported  in  carge 
tanks,  portable  tanks,  or  bopper-type  eehicles 
with  capacities  in  czeeM  of  3,500  water  gallons 

or 

In  bulk  Claas  A  esplosiees,  poison  gas, 
liquefied  gas,  or  oompressed  gas 
or  ■ 

I^ge  quantities  of  radioactive  materials 
as  denned  in  49  CFR  173.889 

35,000,000 

1,000,000 

1,000,000 

96,000,000 

1,600,000 

1,000,000 

95,000,000 

6,000,000 

6,000,000 

(S)  Por-hirc  and  Private 

(a)  Larfe  Motor  Carrier 

(b)  Small  Motor  Carrier 

(c)  Tow  Truck  Operations 

AH  oQ,  hazardous  materials,  hazardous 
■ubstances,  and  hazardous  wastes  not 
mentioned  in  (2)  above 

ffiPTiiijfiTiTiB 

91,000,000 

1,000,000 

1,000,000 

Btuma  coof  4ti^u-c 


\ 
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1387.11  Qualtficatlone. 

(a)  A$  a  self-insurer.  The  BMC8  will 
give  consideration  to  and  will  approve 
the  application  of  a  motor  carrier  to 
qualify  as  a  self*insurer  if  the  motor 
carrier  furnishes  a  true  and  accurate 
statement  of  its  financial  condition  and 
other  evidence  which  will  establish  to 
the  satisfaction  of  the  BMC8  the  ability 
of  the  motor  carrier  to  satisfy  its 
obligations  for  public  liability  or 
environmental  restoration  liability  set 
forth  in  {  387 JB  of  this  part  without 
affecting  the  stability  or  permanency  of 
the  business  of  the  motor  carrier. 

(b)  Other  securities  or  agreements. 
The  BMCS  will  consider  applications  for 
approval  of  other  securities  or 
agreements  and  will  approve  any  such 
applications  if  satisfied  that  the  security 
or  agreement  offered  will  afford  the 
security  for  the  protection  of  the  public 
contemplated  by  Section  30  of  the  Motor 
Carrier  Act  of  1980. 

(  387.13  Bonds  and  polides  of  insurance. 

A  policy  of  insurance  or  surety  bond 
does  not  satisfy  the  requirements  of  this 
part  unless  it  is  for  the  full  limits  of 
liability  required  under  {  387.9  of  this 
part. 

(387.15  State  authority  and  designation 
of  agent 

A  policy  of  insurance  or  surety  bond 
does  not  satisfy  the  financial 
responsibility  requirements  of  this  part 
unless  the  company  furnishing  the 
policy  or  bond  is — 

(a)  Legally  authorized  to  issue  such 
policies  or  bonds  in  each  State  in  which 
the  motor  carrier  operates;  or 

(b)  Legally  authorized  to  issue  such 
policies  or  bonds  in  the  State  in  which 
the  motor  carrier  has  its  principal  place 
of  business  or  domicile;  and 

(c)  Willing  to  designate  a  person  upon 
whom  process,  issued  by  or  under  the 
authority  of  any  court  having 
jurisdiction  of  the  subject  matter,  may 
be  served  in  any  proceeding  at  law  or 
equity  brought  in  any  State  in  which  the 
motor  carrier  operates. 

(387.17  FkhJCiariM. 

The  coverage  of  fiduciaries  shall 
attach  at  the  moment  of  succession  of 
such  fiduciaries. 


coverage  thereunder  will  remain  in 
effect  continuously  until  terminated,  as 
required  in  1 887 J  of  this  part  The 
endorsement  shall  be  issued  in  the  exact 
name  of  the  motor  carrier. 

(  387.21  Violation  and  penalty. 

Any  person  who  knowingly  violates 
the  ndes  of  this  part  shall  be  liable  to 
the  United  States  for  civil  penalty  of  no 
more  than  $10,000  for  each  violation, 
and  if  any  such  violation  is  a  continuing 
one.  each  day  of  violation  will  constitute 
a  separate  offense.  The  amount  of  any 
such  penalty  shall  be  assessed  by  the 
Director.  Bureau  of  Motor  Carrier 
Safety,  by  written  notice.  In  determining 
the  amount  of  such  penalty,  the  Director 
shall  taken  into  account  the  nature, 
circumstances,  extent,  the  gravity  of  the 
violation  committed  and,  with  respect  to 
the  person  found  to  have  committed 
such  violation,  the  degree  of  culpability, 
any  history  of  prior  offenses,  ability  to 
pay,  effect  on  ability  to  continue  to  do 
business,  and  such  other  matters  as 
justice  may  require. 

|FR  Doc  n-ZSW  Filed  1-Z3-S1:  S:4S  Mil 
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(387.18  Forma. 

Endorsements  for  policies  of 
insurance,  surety  bonds,  and 
applications  to  qualify  as  a  self-insurer, 
or  for  approval  of  other  securities  or 
agreements  must  be  in  the  form 
prescribed  and  approved  by  the  BMCS. 
Endorsements  to  policies  of  insurance 
and  surety  bonds  shall  specify  that 


